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3Foreword
The present collection of articles is based on international conference that was held 
in Seinäjoki, Finland in February 2009. The topic of the conference was Effective 
Rural and Urban Policies and it was organised in co-operation between University 
Consortium of Seinäjoki, Seinäjoki Technology Centre and City of Seinäjoki. 
The presented papers approached the drivers of regional development from several 
aspects and in different kind of regional contexts across various countries. As a whole 
the different contributions formed a comprehensive story of those factors that are 
shaping the development of both rural and urban regions in global economy. The 
role of local innovation environment and dynamic of social processes that are ‘oiling’ 
the interaction between individuals within networks inspired several scholars. Also 
development of physical infrastructure as well as the recent development of eco-
nomical models that can predict the regional impacts of large scale investments was 
discussed in many presentations. Clear focus with cultural and disciplinary diversity 
formed a fruitful basis for the conference and it was easy to learn something new.  
On the behalf of all organisers I would like to thank all participants of the conference 
and especially our foreign colleges who had travelled from distances to spend some 
winter days in Seinäjoki. As we all know this kind of publication does not appear 
automatically. All authors have done great job by finding time for writing from their 
busy schedules. Terttu Poranen and Jaana Huhtala have taken care of the technical 
editing of this publication. Sari Soini was the main organiser of conference and she 
has also as a editor kept the required pressure to finalize this book.       
In addition to University of Helsinki, conference was financially supported by the 
University of Vaasa, City of Seinäjoki, Lähivakuutus and Regional Centre Programme. 
These contributions are highly appreciated.   
Seinäjoki, June 2009
Sami Kurki
Director, professor
University of Helsinki
Ruralia Institute
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ENTREPRENEURSHIP AND RURAL INNOVATIONS
According to recently published 2008 European Innovation Scoreboard (EIS) Switzerland, Sweden, Fin-
land, Germany, Denmark and UK are Innovation leaders, with innovation performance well above 
the EU average. In the EIS country pages it is reported that in Finland innovation performance strengths 
are in Human resources and in Firm investments and relative weaknesses are in Throughputs (patents, 
trademarks etc.) and Innovators. (1)
It is interesting to discuss about these results 
from the Rural Region and Entrepreneurship 
point of view. Rural regions and small cities are 
not in general understood as strong innova-
tion infrastructures due to the lack of R & D in-
stitutions and other supportive resources. But 
the role of entrepreneurship is highly valued 
in the rural regions´ development plans and 
some of the rural areas are well known about 
their spirit of entrepreneurship. Innovations 
are on of the dimensions of entrepreneurship 
together with the economic and managerial 
dimensions. The truth is, however, that only 
a small number of start-ups are based on in-
novations. That means that most of the inno-
vations are produced in already existing firms 
and other organizations and the importance 
of overlapping areas A+B and A+C should be 
understood together with the “real entrepre-
neurship area” A+B+C.
We should widen the definition of entrepreneur/entrepreneurship to include all the actors in differ-
ent kind of organizations who behave entrepreneurially so that also the innovators and entrepreneurs 
without their own firms, are found. R&D is not the only method of innovating. Other methods include 
technology adoption, incremental changes, imitation and combining existing knowledge in new ways. 
This would bring into the daylight innovations which are now out of the statistics especially in the rural 
regions. Some researchers are talking about “neglected innovators” (3).
Most of the rural regions´ companies are family owned and in some way connected to farming and for-
estry (farming and forestry or farming and forestry + something else). These kind of scare-resource firms 
are innovative “by necessity”. Their strength is the “there is always another way” culture. But again the 
A (economic
dimension)
B (managerial
dimension)
C (innovative
dimension)
Picture: Dimensions of entrepreneurship: Vesalainen (2)
8results are very often incremental changes which help their own work or improve to solve their own 
problems without wider exploitation. A theoretical background for innovation of this type is in the work 
of Erich von Hippel (4); quite a lot of good products, e.g. snowboards, derive from users that want to 
have something better. On the other hand, rural regions might be conservative and tradition oriented 
and a “we have always done it this way, son” -culture could make people not willing even to try to find 
new ideas for innovations. In order to use the right measures for promoting innovations in rural regions 
we should understand better the regions (entrepreneurial) culture and especially the differences in re-
gional entrepreneurship (5). According to Johannisson & Bång there are five different models for regional 
entrepreneurship: the milieu model, the career model, the market model, the necessity model and the 
resource model (6).
The concept of innovation should also be understood wider. It has historically been connected to prod-
ucts and technologies and so been very R&D oriented. However, more and more innovations are in new 
business concepts and in internal processes. When the success factors of South Ostrobothnian growth-
oriented SMEs were recently studied, the firms reported that their success factors in the past, in order of 
importance, were as follows (7)
 - innovations in products and services
 - management capability
 - strategic planning
 - customer care
 - networking 
and in the future as follows:
 - attracting new markets
 - customer care
 - networking
 - quality management
 - marketing techniques
The trend in most of the Europe and United States indeed seems to go from products towards service 
and process innovations, which opens opportunities to new ideas and companies independent of their 
location. The doctoral study of Seppo Hanninen (8) claims that the new products are increasingly com-
plex and thus they must include knowledge from several knowledge domains: the technology knowl-
edge base, the end-user knowledge base, the brand knowledge base, and the business-logic knowledge 
base. If what has been discussed above, the rural areas are very practically connected to the end-user 
knowledge base at least within the rural-area industries, and, thus, ideas for new products for the rural 
areas could be found especially in this domain. The other knowledge bases are more “tangible”, maybe 
with the exception of the technology base in some industries, and can easily take place in rural areas as 
well as in the big cities. On the other hand, the difficulty in moving technology has generally not hin-
dered entrepreneurship. Good examples abound; many relatively strong Finnish brands have emerged 
from small municipalities of just a couple of thousand inhabitants, brands such as e.g. Finn-Power, 
Nautor, Valtra or Nord-Automation. Also some thriving fashion and beauty brands are located in small 
“rural” towns, e.g. Reima children´s wear and PomarFinn shoes in Kankaanpaa, Jalas shoes in Jalasjarvi, 
and DermoShop in Korsnäs. 
9Thus, as a conclusion: a lot is possible. For innovation, some key ingredients are required: people, re-
sources, processes, and culture. The rural areas have all of these, maybe not in similar doses as the big 
cities, but on the other hand, different culture and different ideas should preferably lead to different 
innovations. The last reference to read for the interested, just for inspiration, might be “The Long Tail” 
by Chris Anderson: in the era of internet, not even huge numbers of prospective buyers within a radius 
of 100 or 100 kilometers are a necessary requirement for good innovation and good business. These 
innovative changes in our society are improving rural firms´ competitiveness or giving more added value 
to their business. One can argue that firms in rural circumstances are not in any way weaker in these 
kinds of innovations. 
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KNOWLEDGE PRODUCTION IN RURAL CONTEXT 
–VIEWPOINT OF KNOWLEDGE WORK
Spatiality of knowledge production and learning 
There is a massive amount of scholars who have emphasised the centrality of knowledge and learning 
in contemporary societies. The idea that knowledge displaces traditional factors of production has been 
around for a long time. Indeed, the idea of knowledge-based economy is not a new one. As early as in 
1890 Alfred Marshall stated in Principles of Economics that: “knowledge is our most powerful engine 
of production”. More recently, Bengt-Åke Lundvall has noted that the point is not on the knowledge 
production as such but in the ability to learn. He also sees that knowledge intensity is not the driving 
force but the fact that knowledge is getting old faster and faster. Therefore, there is a continuous need 
for learning in firms and for workers. Lundvall (2007, 53) even states that: “there is a need to see the 
workplaces as ‘learning sites’ rather than as ‘production sites’”. What is crucial here is the capacity for 
continual learning. 
Knowledge and learning are difficult to locate into certain places of production, e.g. at factories or of-
fices because knowledge as tacit by its nature and learning are embedded in all cultural and institutional 
settings (Bowring 2002, 167). Therefore, the spatiality of knowledge production is a multifaceted issue. 
Learning is based on interaction, and (spatial) “management” of this interaction is seen one of the keys 
to regional advantage. Accordingly, proximity or distance between economic actors is one of the key 
concepts in economic geography to explain the competitiveness of local and regional economies. An 
optimal “composition” of different types of proximities (geographical, social, cognitive etc.) is seen as a 
precondition for innovative performance and regional competitive advantage. 
The main argument here lies in the nature of knowledge production since it has been emphasized that 
new knowledge is created in social networks. Especially tacit knowledge is seen to be something that 
can be transmitted only by working together. And it is seen that this interaction is more likely to occur 
when parties are geographically close to each other. Asheim, for example, (2002, 111) sees that im-
portant knowledge is “sticky” and therefore learning processes are local, which emphasises the role of 
geographical proximity.
However, this can be seen differently. There are some critical remarks rising as for the role of geographi-
cal proximity in creating and transmitting new knowledge. Although geographical proximity does always 
have a certain role, it can be substituted, to some extent, by using ICT or by travelling. For example, while 
the advantages of face-to-face interaction are indisputable, face-to-face communication is not a neces-
sity that no technology is likely to replace, at least pro tempore. 
Therefore, it is not enough to rely on the power of geographical closeness and clusters when it is the 
question about knowledge creation and innovation processes. (e.g. Rallet & Torre 1999, 377–379.)
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Following the ideas of knowledge communities, other types of proximities are much more important 
than just geographical proximity between actors. Especially cognitive proximity between economic ac-
tors is emphasised, which simply reflects the fact that people interpret, understand and evaluate the 
world differently. If cognitive distance between actors is too big, learning won’t occur simply because 
they do not understand each other. If cognitive distance is too small (too much proximity), there is noth-
ing new to learn. Therefore, there is a need for optimal cognitive distance in the first place. 
Non-local and inter-regional interdependencies are more likely between those representing the same 
profession or branch of industry. Cognitive distance within these non-local networks is presumably quite 
low and these networks tend to be rather homogenous. However, in order to create new knowledge and 
innovations, diversity is needed. People who do not belong to each others’ usual networks are more like-
ly sources of new information. Thus, cognitive diversity (i.e. the diversity of thinking) must be searched in 
surrounding space because there is no automatically cognitive diversity within these networks. It seems 
at the first glance that rural areas are put at a disadvantage here because the high density of people is 
seen as a precondition for diversity which is the case in cities (e.g. Spencer 2006). On the other hand, 
where there are less people and maybe just a handful or no associates at all in physical proximity, there 
is a necessity to meet people representing other branches. In principle, this allows combining knowledge 
in a fruitful manner since cognitive distance is not too big between parties.
Another point of criticism is relying too much on transfer of tacit information. Tacit information is not 
transferred automatically due to physical proximity but it transmits between organisations and regions 
through the epistemic communities and communities of practice (Breschi & Lissoni, 2001, 2003). There-
fore, these communities are key elements of knowledge production and dissemination. Epistemic com-
munities are described by analytical (scientific) knowledge base while communities of practice are de-
scribed by synthetic knowledge base (Høgni Kalsø et al. 2005; Asheim et al. 2007). Concerning the spa-
tiality of different knowledge bases, industries based on synthetic knowledge can be located in clusters 
in big cities but equally in rural areas whereas industries based on analytical knowledge often locate in 
centres nearby universities (Asheim et al. 2007, 666-667). Although clear-cut divisions between different 
knowledge bases are difficult to make, knowledge workers in rural areas are more typically represent-
ing synthetic knowledge base. To sum up “division of labour” in knowledge production between cities 
and rural areas, it seems that science-based innovations, based on analytical knowledge, are typical for 
big cities whereas innovations based on synthetic knowledge base can occur in peripheral areas as well 
(Virkkala 2008, 99). 
This recap of criticism could be summed up by asking if the processes of knowledge production, learning 
and innovation are more “aspatial” and less space-bound than expected. One might even contemplate 
to which extent tendency of spatial clustering and concentrating is an effort to manage and control 
knowledge production and innovation processes, which are in nature spatially dispersed, collective proc-
esses.
Knowledge work in rural areas 
The rise of knowledge-based economy has had profound effects on economic growth, national and 
regional competence and ways in organising work and especially on skills needed in working life. The 
growing importance of knowledge and learning reflects the fact that the economy is becoming increas-
ingly complex and requires more communicative and coordinative efforts. Therefore, there is a need for 
labour that is capable of creating, handling and transmitting new knowledge. It can even be said that 
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general cultural and linguistic capacities and competencies to communicate and comprehend are “put 
to work” in a new and profound way in knowledge and learning economies. (Bowring 2002, 167; Pyöriä 
2006, 56.)
It has been defined that knowledge work is about manipulating symbols. Even though all work, includ-
ing the most routine manual labour, involves some symbolic content, knowledge workers can be dis-
tinguished from other groups of workers in terms of task structures and skill requirements. Pasi Pyöriä 
(2006) who has been studying post-industrial Finnish information society has noticed that high level of 
formal education, the use of modern ICT and job autonomy are common for all knowledge workers. 
What is typical for knowledge work is that knowledge is both an instrument and end product of the 
work. Abstract reasoning, in other words thinking, is the most important quality possessed by knowl-
edge workers. To sum up, the most important criteria for knowledge work are creative application, 
manipulation or extension of knowledge. (Pyöriä 2006, 76–77, 117.)
Knowledge work can be defined more by nature of work than the occupationally defined norms and 
practices of certain professions. The concept is naturally related to the concepts of expert work or 
professional work. Anyhow, knowledge work should be understood more like an ideal-type, because 
those workers do not constitute empirically homogenous category (Pyöriä 2006, 87). For example, for-
mal qualification is not an unproblematic issue since it is possible, in principle, to become a knowledge 
worker without having any formal education. Regardless these limitations, it is reasonable to try to map 
knowledge work somehow as it is done in Figure 1. In this figure is illustrated the highest educated core 
of population in Finland (licentiate’s and doctor’s degree) in relation to rural municipalities.
Based on the figures of Statistics Finland there were 26 per cent of the population aged 15 or over in 
Finland that held tertiary level educational qualifications in 2006. Some 30 700 people held the second 
stage of tertiary education, (which forms 0.7 per cent of the population aged 15 or over). Of that group, 
some five hundred people lived in isolated/sparsely populated areas, around one thousand in core rural 
municipalities and some three thousand in rural municipalities close to urban areas. Consequently, little 
bit more than 15 per cent of the highest educated people lived in rural areas in Finland in 2006.
FIGURE 1. Second Stage of Tertiary Education in Relation to Municipalities in Finland in 2006 (the number of per-
sons) (Source: Statistics Finland)
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This gives some sort of insight about the division of labour as for knowledge production. Unfortunately, 
this does not tell where these people are actually working since, e.g. in case of rural municipalities close 
to urban areas a great share of people is likely to be commuters who work as knowledge workers in 
cities although they live in rural municipalities. Thus, when interested in knowledge work in rural areas, 
it is reasonable to concentrate on those people who actually work as knowledge workers in clusters, 
technology centres or research institutes located in rural municipalities.  
Concluding remarks
It is typical of knowledge work in general that clear-cut separations between “spheres of work” and 
other spheres of life are not easy to make (e.g. Herod et al. 2007, 251). Work can easily “spill over” into 
workers’ free-time and maintaining social networks that are crucial for projects at hand or working life 
in general often require collaboration beyond working hours. In other words, knowledge work is social, 
communicative and collaborative in its very nature.
However, what is more interesting in this context is not just temporal but spatial nature of knowledge 
work since it “spills over” from offices into spatially dispersed networks of the epistemic communities 
and communities of practices. Therefore, e.g. rural clusters (technology centres etc.) are just one of the 
“stages of work” for knowledge workers in rural areas. Especially the ideas of innovation processes as 
communicative, open processes in which end users are more and more involved, presuppose spatial flex-
ibility. Work becomes distributed and highly mobile, and places that traditionally have not belonged into 
work realms (e.g. cafes, transport vehicles) now become essential part of knowledge production largely 
thanks to ICT.
These abovementioned flexible spatial arrangements can be called as “work scapes”, which are a kind 
of knots of networks formed by organisations, communities, technologies etc. These “scapes” rearrange 
space and time for certain purposes. (Young 2006, 261; Herod et al. 2007, 251.) What is important is the 
ability to join these “scapes”, which means for example what kind of abilities or ICT tools are available. 
And that is an essential question when thinking about rural or peripheral areas. 
It seems, based on the preliminary results of my study concerning knowledge and expert workers in rural 
areas, that their ability to join these “scapes” and to work successfully has something to do with the level 
of their expertise. Presumably, it is rather challenging to become an expert or professional in rural areas 
since the development of “expertness” is a question of socialization into certain epistemic community. 
Especially for the novices this necessitates that community is physically proximate.
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INNOVATION POLICY – INVESTIGATION OVER INNOVATIVE 
ROLES OF UNIVERSITIES IN CHINA 
Abstract 
It is widely believed that innovation requires active networking, and networking requires that universities 
as important knowledge generator and higher qualified human resource producer, should participate in 
a rather active manner. This paper summarizes innovation policies in China and their influence on nation-
al and regional innovation system, together with detailed discussion with universities’ role in this process. 
Regional differences in terms of innovation output are classified, and innovation policies in China are 
then discussed, universities’ roles in innovation networking are analyzed and an investigation framework 
is proposed. Based on detailed analysis over Chinese universities, the paper concludes that universities 
in China play important roles in high-tech parks under policy support, however, they still require further 
development in networking movement. 
Keywords: Innovation Policy, National Innovation System, Regional Innovation System, University, High-
tech.  
Introduction 
Clustering innovation or innovation through networking is an effective paradigm widely used by both 
government policy makers and innovation organizations such as enterprises and universities, especially 
in high-tech sectors. Many countries have been continually adopting related policy to encourage net-
working between business companies and higher education facilities and intellectuals. 
On the other hand, phenomena of geographical concentration or clusters of innovation activities also 
emerge across different countries and regions. International scholars have been studying such kind of 
concentration or clusters of innovation for recent years. Numbers of related studies also conducted in 
China on knowledge spillover mechanism inside the regional high-tech network (such as Zhang, 2006, 
and Zhao, 2005). Issues as source of technology, the channel of the spillover, the absorb capabilities are 
frequently discussed in these kinds of studies. Current research reveals that in China, government plays 
an important role in development of not only high-tech clusters directly, but also innovation environment 
(Peng, 2006). Indeed, competitive advantage of innovation network through promotion of regional 
high-tech innovation is highly addressed (Xiao, 2007). Furthermore, elements´ collocation is frequently 
suggested (Mao, 2006), especially, labour force as a key element, was mentioned as a critical factor in 
the development of high-tech clusters. Therefore, universities as key institutions both to generate new 
knowledge and designs, and to generate higher qualified labour force, become an important part in the 
networking, and therefore worth to study. 
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This paper will summarize innovation systems in China, and discuss important roles of universities in 
China, together with comments on their performances. 
II.  Innovation systems in China: national, regional and industrial 
In recent years, China adopted so called Autonomous / Indigenous Innovation Policy, to promote nation-
ally generated innovation, primarily on original innovation / self-owned in terms of IP, integrative inno-
vation and renovation based on imported technology (secondary innovation). This open system based 
innovation policy encourages local high-tech companies, especially universities in renovating their own 
roles in national innovation system. 
There are some differences in so called National Innovation System (NIS) and Regional Innovation System 
(RIS). The major difference is that policy orientation is more significant in former case and more complex 
driving forces in regional case. Apparently, universities in China play much more roles in terms of regional 
innovation system, while they still are active in national innovation programs. 
For example, China has been adopting numbers of high-tech oriented programs to improve national 
innovation situation, such as, in late 1980’s, so called “863” plan and Torch plan were carried out in 
China, in which universities already play important role in developing high-tech firms based on science 
and technology research achievement. 
R&D expenditure can be another way to investigate national innovation system in China. 
According to MOST (Ministry of Science & Technology) in 2007 (S&T Yearbook, 2008), total R&D ex-
penditure in China reached to 371 billion RMB (about 50 billion USD), 3 times increase compared with 
expenditure in 2000. The ratio of R&D expenditure to GDP was increased to 1.49%. About classifica-
tion of the these innovation inputs, basic research (17.4 billion RMB, 4.7% of the total expenditure, 
12.3% increase with previous year) and applied research (49.4 billion RMB, 13.3% of the total, and 
0.6% increase) account for smaller share, while so called experimental and development input, which 
covers major procedure for innovation activities, was 304.2 billion RMB (82.0% of the total, and 28.8% 
increase). On the other hand, business & industry expenditure (167.38 billion RMB, 68.3% of the total, 
with 27.4% increase) dominated the total input, while government expenditure (51.3 billion RMB) only 
accounts for 20.9%, with 18.9% increase, and contribution by higher education (universities) was 24.23 
billion RMB, only 9.9% of the total, however, with the quite high growth rate (20.6% ) 
1200 1000 800 600 400 200 0 
Figure 1.  Development of R&D Input Structure in China. (Source: China Science & Technology Yearbook, 2008). 
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Innovation activities, if measured by financial input, can also be investigated through different industries. 
In terms of R&D ratio to annual revenue (larger than 1%), 6 key industries can be selected as follows: 
Special equipment: 1.6%; Pharmaceutical: 1.5%; Electrical and mechanical: 1.4%; Transportation and 
equipment: 1.4%; General purpose equipment: 1.3%; Telecommunication, computer, and other elec-
tronic: 1.2%. Universities are also active in sector based R&D and innovation activities, however, they are 
rather more concentrated in regional based industries. Therefore, higher education organization is active 
especially in regional cases. 
On the other hand, there are connections between national and regional innovation system, for exam-
ple in 1985, a technology industrial park was set up in Shenzhen and in 1988, Beijing established an 
experimental area for developing new-technology industries. Since 1991, 54 national hi-tech develop-
ment zones have been founded and also scattered in different regions all over China, typical ones in 
those zones include Beijing, Xi’an, Su-Zhou, He-Fei, Yan-Tai, Wu-Han, Shanghai, Shen-Zhen, Cheng-Du, 
Yang-Ling, where university based companies are very active in transferring technology from universities 
to companies in those zones. 
Such high-tech zones are established under clear support from high-tech promoting policy in central 
government, and also supported by local government as well as by local universities. However, entre-
preneurial movement in these high-tech zones appears rather differently, from south to north in typical 
cities and regions in China, such as foreign capital dominated pattern in Shanghai area, the biggest busi-
ness center in coastline China, and local universities and research institute dominated pattern in Xi’an 
city in central China, and much balanced pattern in Beijing, the capital city in China. 
If measured by innovation input by regions, then some regions appear more important than others, with 
more concentration pattern in innovative regions. For example, key geographical regions can be selected 
based on regional R&D amount, such as following 7 regions can be selected if R&D expenditure is larger 
than 10 billion RMB, namely, Beijing, Jiangsu Province, Guangdong Province, Shanghai City, Shandong 
Province, Zhejiang Province, Liao Ning Province, with 158.7 billion RMB in total for those top 7 cities and 
provinces, accounting for 64.8% of overall national expenditure. Apparently, Beijing may involve more 
national research and development projects, however other cities and provinces can be more typically 
regional. 
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Figure 2. Geographical distribution of high-tech potential regions in China Source: Author’s previous research 
(2008) 
Figure 2 also locates typical regions in three different colours on map of China, indicating high-tech po-
tential based on patent records from those regions. It should be noted that among the first cluster and 
the second one, there are larger numbers of universities in most of the regions, however, there are less 
universities in the third cluster regions. 
Tab. 1       The classes of regions by tech-capability 
Clusters Typical Regions in China 
Cluster I: high tech-capability 
regions 
Guangdong, Beijing, Tianjin, Shanghai, Jiangsu, Zhejiang, Fujian, 
Shandong 
Cluster II: middle tech-capability 
regions 
Hebei, Liaoning, Heilongjiang, Hubei, Hunan, Sichuan, Guizhou, Yunnan, 
Shaanxi 
Cluster III: low tech-capability 
regions 
Shanxi, Neimenggu, Jilin, Anhui, Jiangxi, Henan, Guangxi, Hainan, 
Chongqing, Gansu, Qinghai, Ningxia, Xinjiang 
Clearly, the regions with highly innovative capacities are the regions in coastlines, or in another word 
the most opening up regions in China. It should be not surprising that in coastal line regions in China, 
industrial technology is somewhat more dominated by foreign companies. 
Regional innovation can also be found through investigation over local high-tech companies. It is re-
ported that tech companies established in China can be marked by numbers in typical year, such as, in 
1995: 18 834, in 2000: 9 578; in 2006: 19 161, which reflects fluctuation of company development in 
high-tech industries. 
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II. Innovation policy focus in China and university roles 
Different innovation policies adopted in China have increased quite significantly during early 1990’s and 
early 2000’s. The major focus of those innovation policies can be summarized as three kinds, one cover-
ing another, since mid 1980’s. Following chart provides related categories.
Figure 3. Innovation Policy: Innovation Input / Output Structure in China. Source: author’s previous research 
(2006) 
Figure 4.  Development of Innovation Policy in China by issued numbers. Source: based on Chen, X.D. empirical 
investigation in Chinese Innovation Policy (in Chinese, 2006) 
It can be summarized that the policy to encourage new ideas or achievement in scientific and technical 
research, for individuals, primarily came from early 1980’s, when individual scientists or technicians were 
more encouraged. Then, the policy to improve applications of new science & technology research output 
	
	
	 		
	
	
!




"

#
	


#

$%&

"

'($(
)*
+
!
"

#
	
$+
#

,


'
+&&"

(-%-
."

.&+
."
/""
.0	
1
2


1
	!
!
333
2


"		!

2+
4

#

(
-5
""33333336

5
""















	















	

	

	
	
	


	

	

	

20
or technology and innovation spillover was more encouraged, besides individual technical achievement, 
since early 1990’s till present. On the other hand, the policy to strengthen innovation networks, which is 
the key to improve regional innovation system, is possibly developed in the near future. Following chart 
can be used to indicate structure and transformation process of those innovation policies.  
    Policy effect on social / market 
1985198619871988198919901991199219931994199519961997199819992000200120022003200420052006 
Figure 5.   Evolution of Innovation Policy --- Previous, Current, and Future in China. Source: Author’s previous re-
search (2006) 
On the other hand, universities under different innovation policies actually play two kinds of roles in 
national as well as in regional innovation system. Firstly, university provides advanced technical resources 
such as patent or new product designs based on new technical and scientific theories. Secondly, universi-
ties provide advanced human resources, which can mostly be knowledge and technical minded but can 
also be market minded as consumers and entrepreneurs. Apparently, the second role played by universi-
ties is more important and could be more sustainable for certain nation and certain region. 
Actually, there are also policy oriented human resource production issues, mainly through higher educa-
tion system. The related flow chart can be shown as follows. 
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Figure 6  Flow Chart of Human Resource Production for Two Major Tasks. 
This paper also provides a policy framework for connecting two purpose human resource promotion 
systems  through universities, namely through HR creation system (which emphasizes entrepreneurial 
research universities for technology opportunities, meaning that research conducted in the universities 
should be long term market oriented; and entrepreneurial based high-tech incubators for short term 
market), HR Evolution System (which emphasize sustainability of university connection with long and 
short term market responses) and HR Promotion system (which emphasizes regular trained researchers 
and technical labour force). 
Following table provides brief framework of these relationships. 
Table 2.  Human Resource Development for Innovation Network (Implication to Universities) 
Items HR Creation Syst. HR Evolution Syst. HR Promotion Sys. 
Entrepreneurial Trained academic 
Technology Entrepreneurial  High-tech Incubator researchers / 
Opportunity research academics  / Science park; engineers 
Entrepreneurial Market environment Competitive market / 
Market Opportunity High-tech Incubator  Entrepreneur; Open international 
 /Science park; Venture Capital; market 
Source: Author’s Previous research (2008) 
From this kind of relationships, universities should play important roles in connecting research and tech-
nology to the market, but in the same time, universities also need appropriate environment or clusters 
to structure a feedback system for entrepreneurs to continually develop by themselves. Based on current 
research work, HR evolution system is still highly demanding for connecting the other two parts of the 
HR development and the innovation networking. 
According to international statistical records in previous years, Chinese government invested larger num-
bers of R&D projects in connection with universities, as following table revealed. This can be used to 
show that both HR creation and HR promotion in technology opportunity terms are highly focused. 
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 Table 3   Comparison of R&D Input Growth for Universities 
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1991-
1995 
16.4 3.3  2.4 5.0 4.6 1.3 0.4 3.0 1.3 9.9  
1995-
2000 
12.0 4.2  3.6 -4.9 3.6 7.7 7.4 3.9 1.4 5.3  11.6  3.5 
2000-
2002 
29.8 5.5  7.9 -0.1 7.2 9.7 3.8 4.1 7.8  4.0  24.8 
Also, in recent years, higher education institutions developed very fast in China, together with larger 
investment in research funding, which can be revealed in following chart. 
Figure 7.  Development of Universities in China, in comparison with Funding for Scientific and Technology Activi-
ties, and Employed Technical Personnel. (Source: China Science & Technology Yearbook, 2008).  
IV. Innovation output: university roles in China 
As shown in previous sections, innovation output, even innovation clusters are defined by patenting 
movement and patent records. Therefore, we use numbers of patent owned by different type of organi-
zations to compare university roles in comparison of other owners.
 
According to recent records from SIPO (State Intellectual Property Office), between April 1985 and 
Aug.2006, numbers of patent granted to domestic owners are 1 405 172, accounting for 85.8% (among 
them, Invention Type patent: 103 593; 37.2%; Utility Model: 791 464; 99.2%; and Industrial Design: 
510 115; 90.4%) and granted to foreign owners: 233 426, accounting for 14.2% (Invention: 173 301; 
62.8%; Utility Model: 6070; 0.8%; Industrial Design: 54 055; 9.6%). 
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In terms of regional level patenting movement, there are again strong geographical differences. For 
example, according to SIPO database, between 1997 and 2005, volumes of patent in Guang Dong 
province accumulated, with the highest number, as many as 1704 times than the least volume region 
in China. 
However, university backed patenting increased not as fast as the average growth rate in China. From 
the following Figure 7, it is clear that overall domestic patenting increased very fast, with dominating 
patenting body from business sectors, and university based growth rate is rather flat. It can be explained 
that most of the research input or R&D input into universities produces scientific papers and publications, 
rather than patents. However, on the other hand, this also indicates that HR creation and HR promotion 
at the same time catch less market opportunities, if compared with technology opportunities. 
Figure 8.  Development of Patenting Growth in China --- Comparison among Domestic in Total, University, and Of-
ficial Applicants (by Organizations, not by Individuals).  (Source: China Science & Technology Yearbook, 
2008). 
Figure 9.  Comparison of Technology Suppliers in Chinese Domestic Technology Market (2007)  (Source: China Sci-
ence & Technology Yearbook, 2008). 
Similar phenomena can be also found in Chinese technology market. This market is often used for do-
mestic buyers and suppliers to exchange and to start their technology transfer from the first step, that 
is, to access new designs and techniques through licensing based patent sales or technical know-how 
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transfers, rather than technical equipment. According to Chinese Science and Technology Yearbook, 
universities in China actually contribute only smaller part of technology as suppliers, as Figure 9 shows. 
The biggest suppliers for technology in domestic market are still from business sectors. 
However, on the other hand, universities in China do play important roles in science parks or regional 
high-tech zones, which are usually supported by central and local government. 
It is shown as follows that university backed New Product Income stands the highest compared with 
research institutes and other organizations in 54 high-tech parks or science parks in China. Universities 
also show great competitive power on other measures as well. 
Figure 10. Comparison of Edonomich Output of Universities backed Companies in Science Parks of High Tech Parks 
in China. (2007) (Source: China Science & Technology Yearbook, 2008). 
Therefore we can conclude that universities in China are more active in policy supported high-tech areas 
such as science parks, and similarly in networking, however, on the other hand, university networking 
outside high-tech parks is less active. 
Conclusion
 
This paper investigates the influence of innovation policy in national level and regional level, and dis-
cusses universities’ roles in innovation networking and innovation system in China. 
From the discussion over national and regional innovation system in China, we can conclude that inno-
vation policies in China are very crucial in influencing regional as well as universities backed innovation 
activities, including development of high-tech parks in different regions in China. At the same time, 
innovation activities in China are highly unevenly distributed across different regions and provinces in 
China, where local universities play key roles in shaping geographical based nature of innovation and 
perhaps nature of labour force. 
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However, universities as one of major participants in innovation networking, require also appropriate 
environment for feedback from the open market, through various kind of entrepreneurs and entrepre-
neurship in the region. 
In this sense, compared with other innovative nation, such as innovative networking in Finland, there is 
still tremendous development waiting to start for regional and national networking in the near future in 
China, in order to encourage innovation through universities’ active participation. 
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THE “BLACK BOX” OF REGIONAL INNOVATION ACTIVITIES
SOME NOTIONS ON THE CONCEPTUAL FLOW
Introduction
The current wisdom says that innovation and learning appear increasingly crucial to the success of firms 
and localities. Very broadly speaking, focusing on these matters is the only way for companies to succeed 
or even survive in the globalising economy. Companies are not alone in this situation, but regions and 
nations face the same pressure. In other words, improving competitiveness and creating innovations are 
common challenges to companies and regions alike. This common challenge culminates in companies’ 
local operational and business environment. It can be argued, on the one hand, that a good local inno-
vation environment can have a positive effect on the innovation potential of firms. On the other hand, a 
good local innovation environment increases the external competitiveness of a locality. 
From the policy perspective, the regional competitiveness can be developed by creating conditions that 
enables the development of competitiveness of individual actors, mainly firms, but also other organisa-
tions. Due to the importance of innovation and learning, it is only natural that local authorities are tak-
ing actions that aim to enhance local firms’ and other organisations’ possibilities to innovate. Increasing 
attention has been paid to this particular dimension in the ensemble of the local business development 
policy. This dimension can be shortly called regional or local innovation policy. In the field described 
above, the academic scholars and policy-makers have had quite close linkages. In this paper those link-
ages and the internal challenges of so-called “innovation geography” are discussed.  
Conceptual Flow: Benefits and Pitfalls
The relationship between firms’ local or regional operational environment (i.e. their location) and their 
innovativeness or business performance is still more or less a “black box”. The relationship is very com-
plex and multi-faceted. In any case, it is not straightforwardly deterministic: There are always firms with 
excellent performance locating in places that are not by any means innovative or competitive and vice 
versa. 
At least partly due to the complex nature of this relationship, there is a plethora of concepts trying to 
open up the “black box”. All these concepts have different theoretical backgrounds emphasizing differ-
ent aspects of the phenomenon (see figure 1). 
Quite recently scholars have started to use concept of the “TIM family” (TIM = Territorial Innovation 
Model) referring to different concepts elaborating the territorial relationships of firms’ innovation activi-
ties (see Moulaert & Sekia 2003 and Lagendijk 2006). The TIM family includes well-known concepts, 
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such as new industrial spaces, industrial districts, innovative milieus, neo-marshallian nodes, regional 
worlds, clusters, regional innovation systems, learning regions, local innovation environments etc: TIM 
family has become an extended family instead of being a nuclear family with only parents and a couple 
of children.
Figure 1.  Origins of TIM family: an interpretation (Source: Lagendijk, 2006)
The creation and development of the theoretical concepts in the field of (new) economic geography, or 
in more specific term “innovation geography”, has been so vivid and rapid that it eligible to talk about 
“conceptual flow”. There are both benefits and pitfalls in this conceptual flow. There has been quite 
intense and critical debate going on concerning the methodological and conceptual issues in the field 
of regional studies (see Markusen 1999, Grabher & Hassink 2003 and Lagedijk 2003). This has been the 
case even before the huge expansion of TIM-related papers and books during the last couple of years. 
The whole set of critical points of current state of regional studies is not discussed here, but only some 
notions on the conceptual flow are pointed out.  
The most positive issue in this boom of “innovation geography” as a whole is the increased interest in 
regional and spatial issues and in the regional and local development policy. One could argue that it has 
strengthened the connection between more traditional economic geography and more policy-oriented 
research. This kind of cross-fertilization can be seen as positive issue benefitting the progression of both 
academic fields. The different TIM concepts have also increased understanding of spatial dynamics of in-
novation and new connections between different disciplines have emerged. For example, the debate of 
different kinds of scientific, technological and innovation communities have now strong spatial strand. 
One of the main lines of criticism has been the descriptive nature of the pieces of research based on 
TIM-related concepts. It is true that many of these concepts have been developed on the basis of certain 
specific features of specific regions. The case of “Third Italy” is famous in this respect. The rich body of 
case studies in the field of “innovation geography” has provided the scientific community with enjoyable 
delineations of regional development paths all over the world. The true challenge is to go forward from 
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these descriptive analyses. “Innovation geography” needs generalizations and theory formation based 
on more solid basis than on just few case studies that might even be quite trivial or place-specific. 
The soft points of the conceptual flow (and research related to it) are related to both theoretical and 
methodological issues. From the theoretical point one of the problems has been the strong flavour of 
eclecticism. In other words, there has been quite uncritical absorption of ideas from various disciplines, 
such as organizational studies, knowledge management, sociology, social psychology and even cognitive 
studies. It is good to make new links between disciplines, but in some case the adoption of (established) 
concepts has been too loose and straightforward, even misleading. The other problem is the fuzziness 
of the concepts developed and used in the “innovation geography” (cf. Markusen 1999). The concepts 
have not been clear-cut enough and they cannot be validated by empirical research easily enough. This 
has partly caused lack of rigorous empirical evidence that should be one the key basis for the evolution 
of concepts, as stated already. It is still worth noticing that all the concepts should not be testable, but 
they have different role in the theory formation. 
Oddly enough, one of the soft points in this field is the weak reflection on space and scale. In many pa-
pers administrative regions are taken as the starting point for the analysis of firms’ innovation activities. 
This is clearly an unsatisfying point of departure, as firms’ innovation networks do not (usually) recognize 
administrative borders. On the other hand, there also example of unclear definitions or descriptions of 
the spatial scales which are dealt with in the research. This point is to some extent parallel to the no-
tion on the insufficient dissection on the relationships between structural issues and local specificities. 
Namely, regions may look alike in respect of institutional setting, business structure, population, edu-
cation level etc., but they may still be quite different in respect of actual innovation dynamics or busi-
ness performance. This may be due to both very big structural issues (e.g. national economy structure, 
national cultural differences) or due to very local specificities (e.g. unique nature of social interaction in 
the region, very special local policy measures or extraordinary role of local “locomotive firms”). It is both 
theoretical and methodological challenge to capture all the relevant, both macro and micro factors hav-
ing influence on the regional and local innovation activities. 
One of the positive sides of the expanding TIM family has been the fact that the new conceptualiza-
tions have given birth to new policy perspectives and measures. Policy-makers have been very keen on 
applying new TIM concepts in regional context. Respectively, this inclination has had also both positive 
and negative side-effects. One could argue that certain regions have gained advantage due to the early 
adoption of certain theoretical concept as the framework for policy-measures. On the national level Fin-
land is a good example of this trend: Finland has been one of the very first nations implementing cluster-
based industrial policy and NIS1-based innovation policy. Both strands of national policy have been seen 
quite successful. The negative side of the very early and uncritical adoption of theoretical concepts to the 
policy use is the possible shortsightedness in policy actions. Regional development policies become like 
”fashion business”; new concepts and tools are introduced every season, which results in myopic poli-
cies and lack of necessary perseverance. It is also a possible that “fuzzy concepts” and lack of empirical 
evidence – problems mentioned above – may lead to imprecise or even convulsed policy implications. 
1 NIS is a National system of innovation.
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Concluding Remarks
The point of departure of this paper is the fact that relationship between the competitiveness of a region 
and the success of a company locating in that region is still more or less a “black box”. This intriguing 
question has boosted the theory formation in the field of “innovation geography” especially during the 
last few years and decades. In this respect, one could speak about “conceptual flow” or “flow of turns”. 
This trend has had both positive and negative effects that were dealt with in this paper. 
It is quite banal to conclude that more rigorous theoretical conceptualisations and empirical research is 
called for the benefit of both academic research and practical policy-making, but that conclusion is still 
the only possible. From the theory formation’s point of view, the key challenge is to enrich the existing 
concepts by bringing elements from different disciplines in more cautious and precise ways. Correspond-
ingly, the empirical research calls for new, more profound methodologies and ways to collect empirical 
data in order to gain more profound insights into the spatial dynamics of innovation activities. Further-
more, the linkages between theory formation and empirical research need to be integrated.   
It was also noted that policy-makers have been very keen on adopting all the new concepts of the “in-
novation geography”. The policy relevance of the research is extremely important, but sometimes the 
inadequate quality of academic research may lead to inaccurate policy measures. On the top of that 
policy-makers may interpret and use both theoretical concepts and empirical results quite loosely and 
purposefully. From the theoretical point this may lead to the “contamination” of theoretical concepts 
and increase scholars’ pressure to come up with new, fresh ones. This may be one reason for the concep-
tual flow. This hypothetical notion calls for further elaboration and underlines at any rate the importance 
of the good quality of the interaction between scholars and policy-makers. 
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SLOW NETWORKS AND LANDSCAPE CITIES
Introduction
At the moment, urban development is heading towards ever more centralized regional structures con-
sisting of growth nodes and developmental corridors that link together affluent centres. As a conse-
quence of this development, extensive rural areas are classified remote and outlying with decreasing 
density of settlement structures and service-networks. The impacts are concretizing in rural villages, 
which are struggling for their survival. Yet, the villages are qualified for desired living environments due 
to their unique resources. 
However, it is quite easy to observe that every-day networks of rural commuting for work, services and 
free-time reach out to larger centres, which complement sparse local resources. This poses a question, 
if villages can anymore be defined with the terms of locality, if most of their central functions have been 
scattered around the region?
Mapping network villages
The study of Connective Countryside (Kytkylä) aimed to redefine the concept of ’village’ on the basis of 
its dynamic structure (Hynynen & Kervinen 2006). The concepts of relational geography were applied 
here in order to deal with movements of people, goods and information. Relational geography empha-
sizes social webs and connectivity between different potentials in varying geographical scales instead of 
physical place-bound objects and local cultures (Healey 2007, 221-233). It is noteworthy that social webs 
and connectivities need a hard material basis to have an effect on the world (Harvey 1996, 211; Graham 
& Marvin 2001). This requires technical networks and other physical infrastructures.    
The other objective of the study was to discover starting points for new kind of innovative rural planning. 
If day-to-day reality of a village takes place in a dynamic time-space-structure with its flows and webs, it 
should have an articulation in local and regional planning as well. 
The Connective Countryside –project was carried out in three villages in The Upper Tampere Region. 
The villages were Murole with its 300 inhabitants, Pohjaslahti 400 and Siitama 150 inhabitants. The first 
operation was to map and analyse the villages addressing to their network structures consisting of three 
mutually interactive levels (Dupuy 2008). The first level consists of technical networks and other physical 
structures. The other level is formed by the places of production, consumption and living, and the third 
level depicts regional flows of people. These levels together form the structure of the network village, 
defining the village according to its real rhythm of every-day life instead of static objects in closed local-
ity. 
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The data regarding commuting and communication of the villagers was collected by traditional mail 
inquiry and travel diaries. The data was geocoded in GIS-program and presented in theme maps that in-
dicate the routes, destinations and purpose as well as frequency of travelling. The movement frequency 
was indicated in the width of the route line, as well as in the size of the diagram pie that indicate desti-
nations. The pie colours tell, in turn, the purpose of travelling. (See figure 1.).    
Figure 1.  The network village of Murole. Red=work, blue=services, green=free-time.
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Testing relational planning strategy
In the second stage of the study local resources were inventoried. Different written documents were 
read, villagers interviewed, photos taken and observations made in villages. The concept of resource 
was conceived broadly, including items like cultivable and buildable soil, beautiful landscapes, local skills, 
services, firms and institutions.    
The purpose of this operation was to define place potentials of the villages, in other words, the resources 
which make the villages worth of connective networks. On the other hand, the networks set the limits 
how the place potentials can be mobilised in local development. To define the connectivity, a concept of 
network potential was introduced. It indicates the regional status and connectivity of each village. Strong 
place potential facilitates the connectivity, whereas strong network potential enhances the exploiting of 
local resources and consequent growth. In the study, these potentials were paralleled with each other 
in order to identify unbalanced situations (see Bertolini 2005; Hynynen 2005). Development ideas and 
paths were proposed for creating a new balance and conditions for growth. A specific feature of the 
relational strategy is its extensive scale of local planning, ‘local’ standing here for the entire network vil-
lage with its physical places and technical as well as social networks.
Figure 2.  The slow network of the Näsijärvi basin.
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Thus, the third stage of the project consisted of applying relational planning ideas in target villages. We 
proposed that Murole would make an initiative and take an active role in developing ‘The Slow Network’ 
around the Lake Näsijärvi. Water-based transportation in Näsijärvi is nowadays the slowest traffic mode 
in the region, but this should be turned to its advantage and combined with other slow assets, like cy-
cling, trekking, canoeing, horse riding and boating routes around the lake with network of services and 
accommodation, activities and places for weekends and vacations. On the basis of this new role of the 
Näsijärvi basin it is possible to develop nearby villages and municipal centres. The Slow Network offers a 
platform and themes for common strategies. 
Human needs tend to change slower than the needs of production and economy. Areas that are domi-
nated by fast networks do not necessarily qualify for good living environments. Due to this, a movement 
of slow cities and quiet zones has emerged in Europe. One of the future challenges for urban and re-
gional planning is to match together fast and slow zones and networks (Henckel & al. 2006). The ‘slow’ 
trend includes also the possibility for balancing uneven development between urban growth zones and 
rural areas, as the seemingly passive landscape areas could be conceived and planned as active and func-
tional - but still slow - networks. This offers also the opportunity to give a new life for shrinking towns 
and rural villages.
The possibility of a ’Landscape City’
The study pointed out that ‘city’ and ‘countryside’ belong to the same urban-rural structure. Ever streng-
htening and areally extending flows of people, goods and information link together urban and rural 
places within the region, consequently transporting lifestyles and landscape elements from the city to 
countryside and vice versa. Varying combinations of these elements and lifestyles result in different lo-
cal landscapes and atmospheres. For example, 80% of the inhabitants of the Siitama village commute 
daily to Tampere, the capital of the region. This can easily be read in the suburban architecture of the 
new one-family houses in Siitama. On the other hand, many suburban enclaves in Tampere imitate rural 
landscapes.  
The study produced also new conception for villages. The dynamic network village indicates every-day 
life and functional area of a village better than a general map,  a master plan or a statistical map. Geo-
graphical scale of a network village can cover hundreds of square kilometres and the ‘areas’ of neigh-
bouring villages might overlap each other partly. However, this kind of relationally defined area is easier 
to operationalize in planning and governance than an abstract, purely administrational area that does 
not match to the daily networks of the villagers. 
Our second proposition relates to the current reform of municipal structures in Finland. According to 
quite popular mindset in countryside, municipal consolidations enhance the centralizing tendency of 
service and settlement structures into growth centres and development corridors. This kind of undesired 
development might come true, if rural areas will not be developed actively and vigorously. Relational 
geography and planning would provide starting points for real landscape cities (Waldheim 2006). These 
polycentric urban-rural networks would consist of small cities, villages and connecting links.  
The concept of a landscape city offers new prospects for regional planning. Local resources from human 
skills to landscapes should be recognized and harnessed for development. Also the flows and networks, 
through which the place-bound potentials can be turned to attractions, should be developed. After 
mapping the network structure of the landscape city, it can be developed as a whole with its minor and 
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major nodes and connecting links, as well in physical as in social dimensions. At its best, the result could 
be more than the sum of its parts. Landscape city could provide a frame for revitalising declining villages 
and small towns in the context of network society. 
Figure 3.  The Landscape City of Tarjanne.
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Professor Dieter Wagner / Dr. Alexander Knuth, University of Potsdam
SMALL BUSINESS POLICY COORDINATION -  THE CASE OF 
ACADEMIC ENTREPRENEURSHIP POLICY IN POTSDAM
The facilitation and support of transfer of technology and knowledge between universities and research 
institutes and the business world is one of the major goals of German higher education policy. Academic 
entrepreneurship is one major channel of knowledge and technology transfer. Therefore, the promotion 
of academic business-start-ups in general and Academic Spin-offs in particular is an important measure 
in order to enhance the knowledge and technology transfer (Wagner, 2004, p. 236; Hemer, 2006, p. 64; 
Fontes, 2005, p. 341).
There is a variety of public policy programmes with the aim to support the universities with their tasks 
of promoting academic entrepreneurship. Those programmes are funded and governed on EU-level, on 
national level and on local level.
There is a vast amount of entrepreneurship policy programmes in Germany. Some of them complement 
each other, some of them overlap. The overlap exists regarding all five dimensions: 1. target group, 2. 
support content, 3. duration, 4. funding, 5. success criteria.
The cause of the overlap between different entrepreneurship policy programmes lies in the different po-
litical aims and intents of the policy makers.  This is due to the federal government system of Germany 
and due to the principle of subsidiarity in the EU. Because of different intents, overlaps of entrepreneur-
ship policy programmes occur.
Further, a vast amount of different potential entrepreneurship policy agents exist. An effective and ef-
ficient support process requires the cooperation between the different entrepreneurship policy agents. 
This means, that all agents must know what services they and others are offering. In order to reach the 
awareness of the complementary character of the different entrepreneurship policy programmes, all 
agents must regularly exchange information on the various schemes and services they offer (Birley, 1985, 
p. 109).
However, the current system of public fund allocation provides little incentive for cooperation but rather 
creates a fierce competition between actual and potential entrepreneurship policy agents. The agents 
compete for the scarce public funds. The principles require the cooperation between the agents, but the 
fund allocation system only rewards the meet of success criteria that are attributed to a single agent. 
Those success criteria are “hard fact” criteria such as the number of ventures created, the number of 
new jobs created, the number of nascent entrepreneurs supported. New venture creation processes in 
the academic context are very complex and long-term. This is particular the case for University Spinoffs. 
Various entrepreneurship policy programmes and agents are involved in such a complex spinoff process, 
but according to the current fund allocation system, only one agent gets the credits for the new venture 
creation (Knuth 2008).
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The following explains how the Potsdam University meets those Challenges.
The academic entrepreneurship policy of Potsdam University has been very successful for the last five 
years and was recently awarded with several awards for its activities in stimulation and supporting en-
trepreneurial activities. Among others, the entrepreneurship policy of the Potsdam University was placed 
second in a well acknowledged ranking of all German universities. Potsdam University supports approx. 
50 new ventures per year, the number of supported nascent entrepreneurs is four times as high. Most 
of the supported new ventures are knowledge-based academic spinoffs and academic start-ups. One of 
the major challenges for the next years is the increase of high-technology-based spinoffs.
As described above, the Potsdam University faces the challenge of coordinating a variety of entrepre-
neurship policy programmes. Some entrepreneurship policy programmes do not only define a target 
group in terms of formal criteria, but also with respects to the content and quality of the new venture 
project. The entrepreneurship policy programmes further differ in their content of support, such as en-
trepreneurship education, assessment/diagnosis, consulting and coaching, seed capital, financial capital, 
direct subsidies etc.
As sketched out in the last section, there is some redundancy, too. That is, because various policy makers 
on different regional levels act as principles and thus fund entrepreneurship policy programmes. In the 
case of Potsdam University, the following funding principles are relevant:
 Federal Ministry of Labour and Social Affairs
 Federal Ministry of Economics and Technology
 Federal Ministry of Family Affairs, Senior Citizens, Women and Youth
 Ministry of Labour, Social Affairs, Health and Family Affairs of Land Brandenburg
 Ministry of  Economics of Land Brandenburg
 Ministry of Science, Research and Culture of Land Brandenburg
 Potsdam University
 Municipal council of the city of Potsdam
Most of the entrepreneurship policy programmes are co-funded by EU-Funds ESF or EFRD. Additionally 
there is a variety of regional and local players who are involved in the entrepreneurship support, too, 
such as Chamber of Commerce, local bank institutes etc.
In what way did the Potsdam University address the challenge of coordinating entrepreneurship pro-
grammes?
The Potsdam University is an agent of a variety of entrepreneurship policy programmes. Some of the 
entrepreneurial support activities are funded by the Potsdam University itself, but most funds come from 
external principles.
In 2003, the Potsdam University together with two other regional colleges established an entrepreneur-
ship institute called “BIEM Brandenburgisches Institut für Existenzgründung und Mittelstandsförderung”. 
Until 2007, all nine universities and colleges of Land Brandenburg have joined the institute. The institute 
is a platform for the universities and colleges for the exchange of experiences and information regarding 
entrepreneurship support, for supporting each other, for coordinating policy programmes in terms of 
reducing overlap and thus reducing competition between each others. Further, the BIEM bundles public 
relations as well as lobbying.
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In 2004, the Potsdam University established the “Centre for Entrepreneurship and Innovation at the 
Potsdam University” with the aim to bundle the support offers for academic entrepreneurs. This new 
institute named itself “BIEM-CEIP” in order to show the strong cooperation with the BIEM.  During the 
next years, the Potsdam University successfully competed with other agents and has become the agent 
for more and more entrepreneurship programmes. Starting as the agent for a couple of programmes, 
the BIEM-CEIP was in 2008 the agent for the most important of the relevant academic entrepreneurship 
programmes: EXIST-EPE, Standortmanagement, EXIST-GO: Incubator, Senior Coaching Service, Lotsen-
dienst, EXIST-Gründerstipendium. 10 Employees are working for the BIEM-CEIP in the field of entre-
preneurship support. In order to receive the assignment and the funds, the BIEM-CEIP had and has to 
compete with other potential agents. Criteria for the principle’s selection are support quality, number 
of new ventures created, number of nascent entrepreneurs supported etc. Because the BIEM-CEIP has 
promised and delivered better support quality and quantity than its competitors, it received more funds. 
The BIEM-CEIP grew to a One-Stop-Agency, which means that most types of support services for aca-
demic entrepreneurs can be offered through the BEIM-CEIP. This is a big advantage for the academic 
entrepreneurs. The BIEM-CEIP combines the available programmes and creates an individual support 
bundle for each academic nascent entrepreneur.
Furthermore, the BIEM-CEIP cooperates with all agents of the other relevant programmes, building a 
network. The BIEM-CEIP thus can refer academics if their support needs cannot be met in-house. The 
BIEM-CEIP grew to a One-Stop-Agency as a result of its competitive advantage. From the point-of-view 
of the academic entrepreneurs, the BIEM-CEIP acts as a central-agency that can realise the concept of 
“point of single contact”.
However, this position is temporary, because the potential competition with other agents remains. 
Therefore, the advantages of a central agency model are combined with the advantages of dynamic 
competition. The major challenge for the BIEM-CEIP is, therefore, to defend its competitive advantage 
and continuously get the assignments for future entrepreneurship programmes.
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Assiciate Professor Fumihiko Koyata
Hirosaki University, Hirosaki, Japan
THE ROLE OF JAPANESE PUBLIC SECTOR TO PROMOTE SME 
AND RURAL AREAS IN JAPAN 
1.  Definition of SME and the difference between SME and big enterprises in 
Japan 
Most enterprises in Japan are small and medium-sized enterprises. According to The Small and Me-
dium Enterprise Basic Law, small and medium sized enterprises (manufacturing) have 300 employ-
ees or less, or capital of 300 million yen (about 2 500 000 Euro) or less. According to White Paper 
on Small and Medium-sized Businesses (2008), the number of small and medium-sized enterprises 
in Japan was 4 197 719 companies in 2006, and the number employees were 27 835 550. 99.7% 
of Japanese enterprises are small and medium-sized enterprises and small and medium-sized enter-
prises account for about 70 percent of the number of all employments. 
Ueda (2007) enumerates the following three as a problem of the small and medium-sized enterprise 
in Japan, based on the analysis of White Paper on Small and Medium-sized Businesses (2008). 
(1)  The difference between small and medium-sized enterprises and big enterprises. 
(2)  The difference between industries 
(3)  The difference between regions 
Difference between big enterprises and small and medium-sized enterprises 
The difference between the big enterprise and the small and medium-sized enterprise has ex-
panded in Japan. According to White Paper on Small and Medium-sized Businesses (2008), the dif-
ference of the ratio of profit to net sales expanded for the small and medium-sized enterprises and 
big enterprises in Japan after 1990, due to the depression of consumption. When the influence of 
export and private consumption is examined, the influence of the change in the volume of exports 
is larger on big enterprises. On the other hand, the influence of a change in private consumption is 
larger on small and medium-sized enterprises. 
Japan experienced a long-term recession in the 90’s. Afterwards, Japanese economy recovered. How-
ever, private consumption in this economic recovery phase has not recovered as much compared with 
private consumption in the main past economic recovery phase. Stagnation of consumption has a big 
influence on the small and medium-sized enterprises. 
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Difference between types of business 
The difference between industrial types of business is large, and this becomes the cause of the dif-
ference between small and medium-sized enterprises and the big enterprise in Japan. Export from 
Japan to China has risen rapidly since 2000. The economical situations of export-oriented manufac-
turers in Japan are good in the background of the economic expansion of China. The increase of 
export has increased capital investment. 
As a result, telecommunication equipment, manufacturing machines, and metal products etc, are rela-
tively good based on the transition of DI. On the other hand, the situation in domestic industries, such 
as retail, construction, and service etc, are bad due to the depression of consumption. 
Difference between regions 
There is a difference in the ratio of job openings to job seekers between regions. In Aichi Prefecture, 
where Toyota Motor Corporation is located, the ratio of job openings to job seekers is 1.87. On the other 
hand, Aomori Prefecture, where Hirosaki University is located is 0.47 according to White Paper on Small 
and Medium-sized Businesses (2008).
 
The regions where ratio of job openings to job seekers is high are a region with powerful manufacturing, 
and a metropolis like Tokyo. The regions where ratio of job openings to job seekers is low are a region 
without powerful manufacturing, and a region like Aomori, that is far from the big city. 
2.  A decrease in investment in public works 
Japan is holding on enormous fiscal deficit now. It is expected that the public debt balance at the end 
of the 2008 fiscal year in Japan mount up to 553 trillion yen (about 4.6 trillion Euros) according to the 
Ministry of Finance. This corresponds to the revenue of ten years, and will bequeath a huge burden to 
future generations.
 
The government inevitably decreased the investment in public works because of the size of this fiscal 
deficit. Since 2000, the depression of the construction industry has been larger than that of mining 
and manufacturing due to a decrease in investment in public works. The construction industry is chiefly 
made up of small and medium-sized enterprises and is largely located in smaller prefectures. Moreover, 
the construction industry supports the local economy in regions without large manufacturing. In the 
provinces, a decrease in public works influences both the local economy and small and medium-sized 
enterprises. 
3.  Small and Medium Enterprise Basic Law 
Because small and medium-sized enterprises occupy a big part of the manufacturing industry in Japan, 
the industry policy to small and medium-sized enterprises is important.
 
Ueda (2004) noted, according to The Small and Medium–sized Enterprise Basic Law that enacted in 
1963, small and medium-sized enterprises are overseen by the national government (Small and Medium 
Enterprise Agency) rather than local government. Accordingly local governments must adhere to nation-
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al policy. Moreover, the fiscal deficit of local governments is also large. Resulting in local governments 
cannot formulate their own SME policies.
 
Changes to The Small and Medium Enterprise Basic Law enacted in 1999, resulted in local governments 
having to formulate and execute their own SME policies. Local governments now will have big respon-
sibility of revising small and medium-sized enterprise policy in their region. 
4.  The future of small and medium-sized enterprise policy in provinces 
Small and Medium Enterprise Agency was chiefly supervising small and medium-sized enterprises in 
Japan as already mentioned. However, some local governments exceptionally executed pioneering small 
and medium-sized enterprise policy. Ueda (2007) showed the feature of those pioneering local govern-
ments as follows. 
(1)  Collect information for pioneering local governments. 
(2)  It attaches importance to both concerning the industry policy continuance and consistency. 
(3)  To train skilled personnel in SME policy. 
Ueda (2007) points out that one of the serious problems for local governments is the lack of personnel 
trained to formulate SME policy. So, academic organizations located in the province have an obligation 
to support local governments and small and medium-sized enterprises in the implementation of the new 
policy. To set up a network of industrial, academic and municipal sector is important in the future policy 
of promoting small and medium-sized enterprises. 
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Associate Professor Tatsuo Mori, Hirosaki University, Japan
RURAL AREAS IN JAPAN:  TWO CASES OF PROMOTING 
REGIONAL DEVELOPMENT THROUGH TOURISM IN AOMORI 
PREFECTURE
Introduction
The Tourism Nation Promotion Basic Law in Japan was enacted in January 2007. Based on the law, the 
Japanese Government placed tourism as one of the top priorities of the national policy for the 21st cen-
tury. However, even before enacting the law, regional development through tourism has been promoted 
in various regions of Japan. Why is the region interested in tourism for regional development?
This paper will describe the current condition of tourism in the northern area of Japan (not including 
Hokkaido) and will present two cases and, then, the regional development through tourism will be dis-
cussed based on the presented cases.
1.  Regional development and tourism
No matter how good tourism is for the regional development, regions have never focused on the busi-
ness of tourism as linked to the regional development until recently. However, almost all regions of 
Japan are now interested in tourism. One of the reasons is that tourism has major impact on the overall 
economy, from the primary industry to the tertiary industry. Also, another important reason is the realiza-
tion that regional development promoted by big companies from outside has limitations, and also that 
the mode of traveling in Japan has changed. 
In Japan, the Law for Development of Comprehensive Resort Areas was enacted in 1987. This law was 
an opportunity for many big developers located outside this region, to invest in the rural area of Japan, 
where tourism has never flourished before. However, this kind of regional development fell into bank-
ruptcy because of the bubble economy burst. 
Now regions focus on their so-called internal power to promote regional development. It means that 
there is an extraordinary regional potential given by traditions, scenery, the local lifestyle, a specific city 
function, as well as the natural environment - and the region can use these local resources to promote 
the regional development through tourism.1 
Concerning the mode of traveling in Japan, Mr. Shinichi Shimizu from the Japan Travel Bureau pointed 
out the change of the travel mode in Japan, at The Tourism Business Forum held in Aomori in 2007. He 
explained that the travel style is shifting to a new style different from the old one, as shown in table 1 
below.
1 Comprehensive Tourism Academy (2006) The strategy of regional development through tourism in competitive age (in Japanese), Dobunkan.
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Table 1   From the old style to the new style of tourism
The Old Style The New Style
The type of tourism The pleasure trip - tour type 
Non-“everyday life” type
Experiencing the local lifestyle - the 
stay type 
Different “everyday life” type
The purpose of tourism Places important for the natural beauty 
and the historical interest
Money consuming trip
A theme-related trip
A time consuming trip
The Relationship with the region A sightseeing spot; the contact with 
the region is lost
Enclosure
Sharing the lifestyle of the region, the 
experience of the local lifestyle, the 
exchange with local people, and the 
long-stay in the area
The Economic efficiency Partly luxurious trip Reasonable DIY-style trip
(Source: lecture material from Mr. Shinichi Shimizu (2007) in Tourism Business Forum in Aomori 2007, June 24, 2007)  
2.  The current state of the tourism in the northern part of Japan
In this section, we will show the current state of the tourism in the northern part of Japan according to 
the tourism statistics2 published by each of the three prefectures (Aomori, Akita, and Iwate).
 
Figure 1 shows the total number of tourists and consumer expenditure on tourism in the three prefec-
tures. According to this figure, the number of tourists in Aomori prefecture and Akita prefecture tends 
to increase; on the other hand, the number of tourists in Iwate prefecture tends to decrease. The expan-
sion of the rail network in Aomori prefecture helped boost the number of visitors. In Iwate, the climate 
change caused decrease in the number of visitors. It means that the number of skiers has been decreas-
ing for 15 years continuously.
Figure 1.  Trend of tourism in the northern part of Japan (Sources: Aomori prefecture (2007) tourism statistics in 
2006. Akita prefecture (2007) tourism statistics in 2006. Iwate prefecture tourist association (2007) tour-
ism statistics in 2006.)
2 Tourism statistics in Japan do not share the common format and the common way of gathering data and, also, the number of visitors is calculated 
typically at a peak term only. It is worth to note that the data do not always reflect the actual number.
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3.  Two Cases of promoting regional development through tourism from 
Aomori Prefecture
3.1 ‘Experiencing drifting snow’ tour (Kanagi district, Goshogawara city, Aomori)4
‘Experiencing drifting snow’ tour is held in the Kanagi district every winter. People who live in this region 
have suffered because of the drifting snow phenomenon that occurs every winter. Some twenty years 
ago, the drifting snow phenomenon was revaluated as a possible attraction – and so, the idea of a tour 
held for people living in the southern part of Japan. The tourists who participate to this tour wear tradi-
tional winter clothes (warmer pants, coats and snow shoes) and they walk on the snowy field and ride 
on a horse-drawn sledge. This tour became an enjoyable way to experience the winter of the northern 
Japan.
This tour started in 1988, hosted by the Tsugaru Drifting Snow Group. Its leader is Mr. Shu Kakuta. He 
said that this tour, initially, did not have the purpose of regional development or tourism. What they 
wanted was just to make an event they enjoy themselves. However, this idea of using the drifting snow 
for a sightseeing tour came into media attention and was featured on TV around Japan. However, to 
have the tour promoted, at the beginning, he strived to determine the needs of the media; in conclu-
sion, it was more the result of the trial and error approach. He said that he learned from his experience 
how important it is for a person who ventures into a new business or starts a new activity, to be able 
to discover information about the needs, not only using books and other materials, but also based on 
first-hand experience. 
 
In order to add more value to the tour, he established a tourism network organization in the Tsugaru 
peninsula and he tried to match his plans with the needs of the agents of regional development. 
 
As a result of his effort, the total number of tourists having the snow drifting experience has surpassed 
10 000 since 1988, so this tour has become a representative winter sightseeing in Aomori prefecture. 
Though the total number of visitors to Kanagi district was limited to 540 000 people in 1989, after the 
tour began, the number of visitors increased to 630 000 in 2004.
3.2 Aozora group (Ooma town in Aomori)5
There is a group for regional development in Ooma town, in Aomori prefecture, called the “Aozora 
Group”. Aozora means “blue sky” in Japanese. Ooma town is located on the north edge of the main 
island of Japan and it has become famous for the tuna fish by now.
 
This town was chosen as the setting of a drama series in 2000, and since then, it became well known 
in Japan. Though, at the beginning, the residents were puzzled over how to treat the film crew, some 
of them thought to use this great chance for the regional development, and they founded the “Aozora 
group” with the purpose of promoting the region.
 
4 This case refers to the Report of Tourism Business Scholl Hayate, Center for Education and Research of Lifelong Learning in Hirosaki University, 2004, 
Start up tourism, (May 24, 2006; Dec. 14, 2006), Nihon Keizai Shimbun (newspaper articles), and the Introduction of the home page of Mr. Shu 
Kakuta (from the Ministry of the Land, Infrastructure, Transport and Tourism in Japan),  (http://www.mlit.go.jp/sogoseisaku/kanko/mr_kakuta.html, 
Feb.26, 2008 access)
5 This case refers to Mrs. Yasuko Shima’s lecture, who is the leader of the regional development group in Ooma, at the Tourism Business Scholl 
Hayate, Center for Education and Research of Lifelong Learning in Hirosaki University, September 6, 2007, and the newspaper article concerning 
Mrs. Shima (June 19, 2007), Nihon Keizai Shimbun.
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The credo of this group is quite unique as one can see below. 1) Action: act before thinking, 2) Involve-
ment: light a fire in people’s mind, and 3) Sending information: show good things in front of everybody. 
Based on this credo, the group has implemented different kinds of activities as:
1)  Sending information from their home page
2)  Greeting visitors from ferry by waving flags from fish boat
3)  Making T-shirts with a tuna fish imprint
4)  Tuna festival: it had been difficult for tourists to eat tuna fish in this town, because almost all the 
tuna fish was sold to the Tokyo market. Residents came up with the idea to organize the Tuna fes-
tival, so that visitors can eat and buy tuna cheaply in this town.
 
The leader of this group is Mrs. Yasuko Shima. She returned to this town to work in the family business in 
1998. She rediscovered the charm of her hometown and started to actively promote its attractions. She 
said that there was much money pooled in the region and also there were people’s wishes in this region. 
If one could bring out the best ideas and get them materialized, the region would come alive again. Also 
she pointed out that the change of atmosphere in this town has changed people’s attitude from a nega-
tive one to a positive one, as they started to say: “I’ll give it a try!” by doing these activities. 
As a result of these activities, this town increased its appeal and tourists started to come here for sight-
seeing. The total number of tourists was lower than 200 000 before starting these activities. Recently, 
the number of tourists has increased to more than 250 000 people. 
Conclusion
There are three points to be mentioned as a conclusion.
First of all, an excellent leadership is needed for the regional development through tourism. The leader is a 
person who has organizational power. He or she usually shows the blueprint of the region or suggests the 
activities to be set in the near future and has a major role in motivating the people who live in the region.
 
Secondly, it is important to act at first before thinking too much. The cases presented show that action 
is important.
 
Thirdly, it is important for the residents to enjoy life and to make their community a better place to live. 
This means that regional development through tourism is not only for the tourists, but also for the peo-
ple who live in the region. If the local people can enjoy these activities, they would continue to imple-
ment them. In addition to this, tourists will visit this region with a sense of amusement.
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